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LINEHAN: Welcome to the Revenue Committee public hearing. My name is
Lou Ann Linehan. I'm from Elkhorn and represent Legislative District
39 and I serve as Chair of this committee. For the safety of our
committee members, staff, pages, and the public, we ask those
attending our hearings to abide by the following procedures. Due to
social distancing requirements, seating in the hearing room is limit--
limited. We ask that you only enter the hearing room when it is
necessary for you to attend the bill hearing in progress. The bills
will be taken up in the order posted outside the hearing room. The
list will be updated after each hearing to identify which bill is
currently being heard. The committee will pause between each bill to
allow time for the public to move in and out of the hearing room. We
request that everyone utilize the identified entrance which is over
there and exit which is over there, to the hearing room. We request
that you wear a face covering while in the hearing room. Testifiers
may remove their face covering during testimony to assist committee
members and Transcribers in clearly hearing and understanding your
testimony. The pages will sanitize the front table and chair between
testifiers. Public hearings for which attendance reaches seating
capacity or near capacity, the "entrest" door will-- the entrance door
will be monitored by the Sergeant at Arms who will allow people to
enter the hearing room based upon seating availability. Persons
waiting to enter the hearing room are asked to observe social
distancing and wear a face covering while waiting in the hallway or
outside the building. The Legislature does not have the availability
due to the HVAC project of an overflow hearing room for hearings. For
hearings which would-- with large attendance, we only-- request only
testifiers enter the hearing room. We ask that you please limit or--
limit or eliminate handouts. The committee will take up the bills in
the order posted. Our hearing today is your public part of the
legislative process. This is your opportunity to express your position
on the proposed legislation before us today. To better facilitate
today's proceedings, I ask that you abide by the following procedures.
Please turn off your cell phones. The order of testimony is
introducer, proponents, opponents, neutral, and closing remarks. If
you will be testifying, please complete the green form and hand it to
a page when you come up to testify. If you have written materials that
you would like to distribute to the committee, please hand them to the
page to distribute. We need 12 copies for all committee members and
staff. If you need additional copies, please ask the page to make
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copies for you now and I'll introduce the pages in a second. When you

begin to testify, please state and spell both your first and last
name. Please be concise. It is my request-- how many are going to
testify in this hearing this morning, this LB387? OK. It is my request
that you limit your testimony to five minutes. If necessary-- well, we
will use the light system. And I really, really I'm going to be on the
red we need to wrap up. If there are a lot of-- OK, if your remarks
were reflected in previous testimony or you would like your position
to be known but do not wish to testify, please sign the white form on
the table outside of the room by the entrance. It will be included in
the official record. Please speak directly into the microphone so our
Transcribers are able to hear your testimony clearly. I would like to
introduce committee staff. To my immediate right is committee counsel,
Mary Jane Egr Edson. To my immediate left is research analyst, Kay
Bergquist. At the lift-- left end of the table is committee clerk,
Grant Latimer. Now, I would like the committee members to introduce
themselves starting at my far right.

PAHLS: Thank you, Chairperson. Rich Pahls, District 31.

FRIESEN: Curt Friesen, District 34: Hamilton, Merrick, Nance, and part
of Hall County.

LINDSTROM: Brett Lindstrom, District 18, northwest Omaha.
BRIESE: Tom Briese, District 41.

ALBRECHT: Joni Albrecht, District 17: Wayne, Thurston, and Dakota
Counties in northeast Nebraska.

LINEHAN: Our pages this morning are Thomas and Turner. They're both at
UNL. And Thomas is a sophomore?

THOMAS LUKASZEWICZ: Sophomore, yeah.

LINEHAN: And Turner is a senior. They're both studying political
science. Please remember that senators may come and go during our
hearing as they have other bills to introduce in the committees, which
is where Senator Flood is right now. He's got a bill in front of
Judiciary. Please refrain from applause or other indications of
support or opposition. I would also like to remind our committee
members to speak directly, already did that, into the microphones. For
our audience, the microphones in the room are not for amplification,
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but for recording purposes only. Last-- lastly, we are electronics

equipped committee. Information is provided electronically as well on
paper—-- as in paper form. Therefore, you may see committee members
referencing information on their electronic devices. Be assured that
your presence here today and your testimony are important to us and
it's critical to our state government. So good morning. And with that,
we will start with LB38, introduced by Senator Lindstrom.

LINDSTROM: Good morning, Chairwoman Linehan and members of the Revenue
Committee. My name is Brett Lindstrom, B-r-e-t-t L-i-n-d-s-t-r-o-m,
representing District 18 in northwest Omaha, before you today to
introduce LB38, a bill to change provisions relating to tax credits
and retaliatory taxes. Director Bruce Ramge of the Nebraska Department
of Insurance has asked that I introduce LB38 on behalf of the
Department of Insurance. LB38 is part of the Department of Insurance
attempt this session to clean up confusing, out-of-date, or
superfluous statutes. This particular matter was not included in the
department's cleanup bill that went before the Banking, Commerce and
Insurance Committee because it deals with subject matter that is
allocated to this committee, which is premium tax. In short, the
department has run into situations in which the inconsistent language
across the various credit statutes to premium tax have caused
confusion. This bill attempts to harmonize the language across various
credit statutes so as to provide a framework that is consistent and
either-- and easier to both understand and apply. It is important to
point out that the proposed changes-- changes do not present any
change to the method that the Department of Insurance historically
used to calculate premium tax liabilities nor do the changes result in
any change to the amount of premium tax revenues that would be
received. Further, the proposed changes have previously been reviewed
and approved by the Department of Revenue, who also supports the bill.
And I was told earlier there might be a technical cleanup that is
brought forward-- brought forth by the Department of Revenue. But
again, I believe it is cleanup. One additional thing I'd like to note
for the committee is that I have been made aware of several entities
that have concerns with stricken language in Section 2. Tomorrow the
committee will hear LB674, introduced by Senator Linehan, that opens
up the exact same statutory section in order to clarify that the
affordable housing tax credit can be used against fire insurance
premiums. I look forward to working with the stakeholders, Senator
Linehan, and the committee to figure out the language that makes sense
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for everyone. I know Director Ramge will testify behind me to provide
more thorough explanation and to answer any technical questions you
have. Thank you for your time, and I'd be happy to answer any
questions.

LINEHAN: Thank you, Senator Lindstrom. Are there questions from the
committee? Seeing none, thank you. Good morning.

BRUCE RAMGE: Good morning. Chairperson Linehan, members of the Revenue
Committee, my name is Bruce Ramge, spelled B-r-u-c-e R-a-m-g-e, and
I'm the Director of Insurance for the state of Nebraska. I'm here
today to testify in support of LB38. And I would like to express my
gratitude to Senator Lindstrom for introducing LB38 on behalf of the
Department of Insurance. Like many state agencies, the department
often runs into situations where existing statutes become difficult to
administer.LB38 is intended to deal with this situation. One of the
major responsibilities of the Department of Insurance is to assess and
collect premium taxes. Premium taxes are taxes assessed on insurance
policies that are sold, with the tax itself usually paid by insurance
companies. Premium taxes, along with the associated retaliatory taxes,
are entirely transferred each year to the State Treasurer. The
Treasurer, in turn, distributes them to the General Fund, counties,
and schools. Neither the premium tax receipts nor the General Fund are
used to fund operations of the Department of Insurance. The
department's funding comes from a collection of various fees, such as
licensing, filing, appointment and examination fees. In addition to
premium tax and retaliatory taxes, the department contributes excess
funds from its collected fees to the state General Fund. Through the
years, the Legislature has adopted various credits that an insurer may
apply toward its premium tax liabilities. Unfortunately, the language
across the various premium tax credit statutes is inconsistent. That
inconsistency can cause confusion among the parties responsible for
completing the premium tax returns and remitting the premium tax. This
bill harmonizes the language across the various credit statutes, which
hopefully eliminates a great deal of the confusion that can arise as a
result of the inconsistencies. The wording in the bill does not change
the method by which the department has historically applied the
credits to tax liabilities. As a result, the bill should not cause any
insurer to pay more in tax than the company was previously required to
pay. Similarly, the bill should not cause any insurer to pay less than
it would pay now, rendering the financial impact of the bill to be
zero. LB38 has previously been reviewed by the Department of Revenue,
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which also supports passage. Adding clarity to the premium tax credit

calculations will also help insurers in budgeting for their
operations. Thank you again for the opportunity to testify in support
of LB38. I would happy to answer any questions the committee might
have. And at this time I would also like to reinforce the information
that Senator Lindstrom passed along that the Department of Revenue,
after taking a second look, may have a technical amendment and we'll
be happy to work with them and get that to the committee as soon as
possible.

LINEHAN: Thank you, Director Ramge. Is there a questions from the
committee? Senator Pahls, I'm sorry.

PAHLS: Thank you, Chairman. I have a question just in general. The
taxes that goes into General Funds from insurance--

BRUCE RAMGE: Yes.

PAHLS: --your department. Approximately how much is that, Jjust
approximate?

BRUCE RAMGE: The total of taxes that are transferred each year run
approximately total revenue, $116,000 or excuse me, $116 million. Pure
premium tax is right at $100 million.

PAHLS: How much of that goes into the General Fund? Just-- I'm Jjust--
BRUCE RAMGE: I believe 40 percent of that amount.

PAHLS: Significant amount goes into--

BRUCE RAMGE: Yes.

PAHLS: I just wanted to make sure the public knows where that tax
dollar does go--

BRUCE RAMGE: Yeah.

PAHLS: --is to the General Fund, which we disburse through many
programs in the state.
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BRUCE RAMGE: That's-- that's right. And then-- and then there are

taxes that go to support Fire Marshal program and then the counties
and schools.

PAHLS: So we need to bring in a good amount of money then.
BRUCE RAMGE: Yes.

PAHLS: Thank you.

BRUCE RAMGE: Welcome.

LINEHAN: Thank you, Senator Pahls. Are there other questions from the
committee? So as to follow up on Senator Pahls, so 40 percent of it
goes to the General Fund and then how much to the Fire Marshal and how
much to county and schools?

BRUCE RAMGE: For example, last year, fire insurance tax was $4.9
million. Workers' Compensation Cash Fund was $3.8 million. And then
the remainde-- remainder, I believe 10 percent goes to schools. And,
excuse me, I'm going to-- I'm going to ask that, look at the expert
here. Is it 10 percent to schools?

I'm not sure.

BRUCE RAMGE: OK, I'll have to get back to you--
LINEHAN: That's OK.

BRUCE RAMGE: --with that breakdown. The Treasurer distributes that
after we send it over there.

LINEHAN: OK, OK. Other questions? Thank you for bringing this to the
Revenue Committee.

BRUCE RAMGE: Thank you.

LINEHAN: I appreciate it. Other proponents. Are there any opponents?
Is there anyone wanting-- wishing to testify in the neutral position?
OK, Senator Lindstrom, would you like to close?

LINDSTROM: I'll waive close.
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LINEHAN: OK, we had no-- do we have any testimony submitted this
morning? No testimony submitted this morning. We had no letters either
for proponents, no opponents, and no neutral. So with that, we will
bring the hearing on LB38 to a close and we will move to LB366.
Senator Briese. Keep you busy this week.

BRIESE: Are you ready?
LINEHAN: Yes, go ahead, sir.

BRIESE: Thank you and good morning, Chairwoman Linehan and members of
the Revenue Committee. I'm Tom Briese, T-o-m B-r-i-e-s-e, represent
District 41. I'm here today to introduce LB366, which seeks to amend
the Nebraska Advantage Microenterprise Tax Credit and extend the
program's authorization.The microenterprise tax credit is a state
program, which is only available to businesses with five or fewer
full-time employees. To apply, these businesses must make a qualifying
investment in their business, such as purchasing a building, hiring an
employee, or renovating a workspace. Approved applicants will receive
a 20 percent refundable tax credit for up to $10,000. This program has
made a tremendous impact in my district and across rural Nebraska,
with more than 340 total credit users since 2007 in my district. This
has taken place in step with the economic rejuvenation of communities
across the district. Knowing how important small businesses are in my
area and the impact that this program has made towards their success,
I believe this credit could be used by many others across the state.
This is a bill which will make the opportunity more accessible,
positioning it as a solution for those who need it. It includes five
main components with the goals of updating it to modern business
conditions, reflecting entrepreneurship characteristics and state
incentive priorities. First, this bill will ease limitations on
related parties. Current limitations prohibit linear family members
from using-- from using the program once another relative has used the
maximum amount. This update would allow different family members to
apply so long as the business ownership and management are entirely
separate. Second, it would decrease the reimbursement amount for
depreciable personal property from 20 percent to 10 percent. This
change puts more weight on jobs and income retention and creation, two
goals of state business programs. Third, the maximum credit would be
doubled from $10,000 to $20,000. The credit amount has not changed, or
this maximum amount has not changed since the program was started in
'05. Over 16 years, there has been a steady increase in business cost
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reflected in this proposed change. Fourth, it amends the reporting
requirements from Department of Revenue, which are delivered annually
to the Appropriations Committee. The new requirements are the identity
of the taxpayer earning the credit, the location of the business, new
investment or employment produced, and the total credits used over a
two-year period. These new record-- reporting requirements should
enable the committee to ensure the credits are being used as intended.
Finally, the bill would extend the credit to 2024. It is currently set
to expire in 2022. I want to note that this is the only state program
which provides direct financial assistance for small businesses
demonstrating growth of income, investment or employment akin to
larger programs like ImagineNE. Very few of the businesses eligible
for this program would be able to meet the requirements of other state
programs. 2020 was a tumultuous year for all business owners. Many
business owners put off investments due to the unpredictable economic
climate, some had to dig deep into their savings to stay open, and
others were forced to close altogether. The state must think
strategically about how we get back to where we started a year ago and
continue building from there. Utilizing the tools we already have
available to us is the ideal starting place. These changes are not
meant to significantly alter the program's function, but only to make
it more effective for potential users, small businesses, and the
state's economic goals. Things are bound to change over 15 years,
which is why we need to update these programs periodically to ensure
they are serving their intended purpose. Thank you for considering
this legislation. I'd be happy to try to answer any questions. I
believe I'll be followed up with some other folks. Happy to answer
anything I can.

LINEHAN: Thank you, Senator Briese. Are there questions from the
committee? Senator Friesen.

FRIESEN: Thank you, Chairman Linehan. Do you have a-- I know there's--
it is targeted toward small startups. Do they track the success record
of those businesses when they've applied?

BRIESE: Well, I think these new parameters will help us do that. I do
notice, you know, reading back on the Performance Audit Committee
report back in 2018, they looked at 650 firms using this in 2010,
2012, 2014. And they're, you know, four years after folks had taken
out or taken advantage of this, 36 percent of them had more employees,
17 percent had fewer. Four years after, well, something similar on
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that, 24, excuse me, in 2014, 55 percent of these were expansions; 45

percent were new-- new ones. And the bulk of these are in rural
Nebraska, the slight majority anyway. But really tracking the success
and track, looking at the track record, I think the only data I have
there is, you know, the expansion--

FRIESEN: Do they have any numbers--

BRIESE: --maintained for the majority of businesses.
FRIESEN: --any numbers on business that just totally failed?
BRIESE: No, I haven't seen that.

FRIESEN: OK.

BRIESE: Haven't seen that. Probably there somewhere. But I would
submit that the new reporting requirements are probably going to make
it easier. And that was one of the knocks on this thing. We weren't
maybe monitoring and assessing the effectiveness of it quite as well
as we should have. I think that-- that Performance Audit report
suggested that. And I think these new reporting requirements in
section, wherever it is, Section 4, will help to address some of that.

FRIESEN: OK, thank you.

LINEHAN: Thank you, Senator Friesen. Are there other questions from
the committee? OK, you'll be here to close?

BRIESE: Yes, I will. Thank you.

LINEHAN: So first we have proponents. Is anybody wanting to testify in
support of LB3667? We got to clean up the table. I'm sorry. Sorry. It
is what it is.

JOHN HLADIK: I feel successful making it here this morning, so
anything else that happens is just fine with me. Good morning, Chair
Linehan and members of the committee. My name is John Hladik, that's
J-o-h-n H-1l-a-d-i-k, and I'm testifying on behalf of the Center for
Rural Affairs. I wanted to address Senator Friesen's question right
off the top. I will touch on a bit of statistics later on. Right now,
there is very limited reporting. And what we do have is from the 2018
Performance Audit. I'm not sure when it's scheduled to get another
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audit, but Senator Briese is absolutely right when we talk about
reporting. That's some feedback we heard from the economic development
circles, from all the stakeholders. They said, look, we want to know
exactly how much is going out on a more regular basis, what that
success level is, where it's going, and we're excited about what the
results of that would be. So we think this is a good step and a lot of
partners were on board. It was something we felt good about. We all
know that the coronavirus pandemic has caused many small businesses to
shutter and is forcing others to plan-- pause plans for future growth.
And every Nebraska community has felt the consequences. The
microenterprise tax credit can help these businesses recover by
encouraging and facilitating strategic new investment. From Omaha to
Chadron, we have seen that microentrepreneurship is a successful
strategy for growing and sustaining the local economy. That was true
in 2005 when the credit was first developed and it remains true today.
In 2005, the program enjoyed tremendous bipartisan support when first
introduced as LB312. The Lincoln Chamber of Commerce, State Chamber of
Commerce, Omaha Chamber of Commerce, Nebraska Economic Development
Association, and the Nebraska Bankers Association all lobbied in
support. The program has stayed largely the same in the time since.
And while microenterprises still account for about 85 percent of all
businesses in Nebraska today, LB366 recognizes that important
improvements are made to bring it up to the times. Details about the
program, to qualify, the business must commit to generating new income
and expanding their economic footprint. It's a refundable income tax
credit, and it's accessible to microbusiness operators for 20 percent
of increased investment that is marked for growing their business.
It's set at a base year and this is especially important today as we
know that small business investment in 2020 was low. Using 2020 as a
base year allows businesses to receive credit for the needed
improvements that they will be paying for here in 2021 going into
2022 . Expenditures for maintenance and equipment and buildings and
several others would qualify. Going to the 2018 Performance Audit--
Audit, the 164 firms that applied in 2014 created between 416 and 472
new jobs, and the estimated cost per job was between $2,300 and
$11,000. Fifty-eight percent of these had more employees three years
later in 2017 than they did in 2013. And 55 used the credit to expand
an existing business, one that was already in place, benefits 86
percent of Nebraska's counties. Talking about improvements now, the
first eight years of the program saw at least 200 applicants approved
annually. That number began to decline in 2014, and applications
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remain lower than we'd like to see today. In 2019, less than half of
available credits were approved. We must make changes to ensure the
credit serves as a helpful tool to those who are now striving to
emerge stronger from the consequences of COVID-19. So with this in
mind, we met with small business and economic development stakeholders
across Nebraska and Senator Briese and several others to recommend a
series of small but meaningful improvements. Taken together, these
proposals will update the credit to current business conditions and
remove unnecessary and burdensome restrictions. The first is the
easiest: increase the maximum credit from $10,000 over a lifetime to
$20,000. Many economic development officials recommended this change,
and it simply reflects inflation and the increased cost of doing
business since 2005. Update restrictions on related parties: Current
eligibility limits prohibit any linear family members from using the
program once another relative has used it. That applies no matter how
much geographic, financial, or subject area separation exists between
the two enterprises. This update would allow family members who are
entrepreneurial in nature to use the credits so long as the business
and ownership are completely separate. We discussed the need for
detailed reporting. The increased transparency can help you decide
whether the program is a good investment, and we'd also like to
continue authorization into 2024. Right now, it's set to expire in
2022. And with so much uncertainty facing small businesses right now,
we think it's important to provide a sense of stability going forward.
And while my light is still yellow, I will stop for any questions.

LINEHAN: Thank you very much. Are there questions from the committee?
Senator Flood.

FLOOD: Thank you very much for your testimony. Let's just unpack this

for a second. So if I get a credit, if a-- if a-- if an applicant gets
a credit and they need help now, they have to wait until the next tax

year to get it back on their taxes.

JOHN HLADIK: It's a refundable tax credit. That's right. But it is
also something that makes you feel better with all the uncertainty
we're seeing about making that investment today. So if you-- if your
roof is leaking and you're not sure if you're going to be open in 2022
or '23 when you know there's a solution out there to help you pay for
it, then we think that's going to be inspiring for some people.
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FLOOD: What are the chances that you go out of business? And I mean,
the relief isn't immediate by any means. And so it comes in the next
year. What are the chances that their business is out of, you know,
isn't a business anymore?

JOHN HLADIK: Yeah, that's certainly possible. And right now, I think
it's-- it's the most scary. I think for me, you trust that business
owner to recognize those dangers and, you know, should I replace this
or should I focus on instead keeping this business in place? Is that
where I should use my-- my roof money? I think you want to trust their
judgment on that, just like with some other economic development
incentives we have. But there's nothing in this program or at that
specifically says if you go out of business three days after receiving
it, you've got to give it back. We don't have that type of stop art in
there, and I think it might be a good idea to put it in.

FLOOD: Are you troubled by some of the lack of transparency that's in
there now? I mean, it would help you tell your story better I think.
I-- I don't know how to quantify whether this is a good investment or
not.

JOHN HLADIK: I am. I am. I think that we-- you, as policymakers in
Nebraska, we've all come a long way since 2005 and what we expect out
of our programs, how they perform. And we've got a lot of ways to
measure that today that we didn't have back then. And so we think
taking this step to improve transparency is an excellent step in that
direction. And I know there has been some improvements and some people
wanting to see that, but I'm all for that.

FLOOD: What do they use the $10,000 for?

JOHN HLADIK: It's going to be something that allows you to feel better
about making that investment. And so you're probably going to be
reinvesting that back in your business.

FLOOD: Is this- is this a program that DED administers or does the
Center for Rural Affairs administer it?

JOHN HLADIK: Oh, no, it's not ours. It's through the Department of
Revenue.

FLOOD: OK. What about-- what kind of businesses could I start with
this?
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JOHN HLADIK: Yeah, that's the exciting part, is that there's no--
there's no limit on that. In rural areas just like Norfolk, you have a
wonderful downtown. I love going down there. And I know there are a
lot of shops that have five or fewer full-time equivalent employees.
And that's--

FLOOD: So a convenience store.

JOHN HLADIK: Depending on the amount of employees you have, yes; a
hair salon, restaurants. We see a lot of restaurants need to take
advantage. Hardware stores are something that uses that a lot. At the
same time, I know in Norfolk, you want to attract technology. You want
to attract innovation. And there's nothing on this that would limit
those individuals from applying either. There's even some--

FLOOD: But I wonder is the $10,000 going to do anything or even going
to $20,000, and especially with the startup when it comes the next
year. You know, I-- I wonder if we are hitting the mark with this. I
don't know I'll just [INAUDIBLE] what everybody else has to say.

JOHN HLADIK: Well, I appreciate that question, and I know that a goal
of the state is to increase wages, increase next generation jobs,
and-- and certainly this can be used for all of those. In some of the
districts, though, I'm thinking of Senator Friesen's district or-- or
certainly Senator Briese's or Senator Albrecht, we need to keep that
Main Street going. And there's going to need to be a hardware store
there. There's going to need to be a hair salon. There is going to
need to be a restaurant. And so many of these individuals have taken
advantage of this to keep their doors open. And so that's-- that's
just the reality of what's happening in rural communities. We can-- we
can think about what we want the future to look like, but we have to
think about the people who are there now, too, and strike that
balance.

LINEHAN: Thank you, Senator Flood. Are there other questions from the
committee? Senator Pahls.

PAHLS: Thank you. I didn't mean to make you sneeze. Here's the
question. Many of you probably know where the cathedral is in Omaha?
Right, just within a block of that is a small bakery. And I can
remember when this came through and somehow I saw the list of the
people who had received this fund. And that bakery is still there.
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It's a small, long haul bakery. So that's one of those. I don't know

how I found that out. Apparently, there must have been some reporting
that as a state senator I had the option-- the opportunity to see that
because I've walked by that. I thought, wow. And then all of a sudden,
hey, this is real. And my concern and that was in Omaha. Having come
from a small town myself when I was a kid, it was vibrant. I mean it
was full of places. And night-- right now if I go back to that town,
it is a skeleton of what it was. So I do think maybe even the $10,000
for some of these young entrepreneurs or old-- older entrepreneurs,
sometimes that's just what you feel that you need to make it work
because we're not talking about million dollars or 10, 20 million
dollar outfits. But that little bakery is still there today. And
that's-- I think it was in 2006 when they established it. So I'll be
curious. I've never gone in and asked. I've gone into the bakery, but
I've never asked, you know, were you one of those young entrepreneurs.
But I do know that did occur. So is there a way for us to see some of
the businesses that have--

JOHN HLADIK: That's-- that's the transparency section here. That's
something we want to get in there, because--

PAHLS: But how did I know that then?

JOHN HLADIK: It could be there was some advocacy following 2005 to
make improvements to the bill. And I'm wondering if that was--

PAHLS: Oh, somebody--
JOHN HLADIK: --perhaps an organization showing, you know,--
PAHLS: Some evidence.

JOHN HLADIK: --here's a success story. Exactly. That's what I suspect
is happening. Or even the department. It enjoyed tremendous support in
the past. I listed some of those. And so I can see some of those
organizations, perhaps the Chamber may be lifting that up.

PAHLS: OK.

JOHN HLADIK: And if anyone from Burt County is listening, please open
that bakery in Lyons or Oakland. We don't have anything up there. It's
a disappointment. But that-- that's exactly right. I think, again,

it's-- it's-- it's-- it's a one size fits all. It can be there for the
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high tech that we want to start, but it's there for the entrepreneurs.
And some people, especially in rural or in certain parts of Omaha, you
can't wait for that big manufacturing firm to come. You've got to make
your own job. You've got to be an entrepreneur. That's where our jobs
come from. If there's something in here that will allow you to be an
entrepreneur, maybe you have a technical education, something that's
going to allow you to bet on yourself, invest in yourself, that's what
we need. Not everybody can roll the dice on the big programs.

LINEHAN: Thank you, Senator Pahls. Senator Friesen.

FRIESEN: Thank you, Chairwoman Linehan. Why do you think that like in
2019 they didn't even use up the available credits? Things were going
good in 2019. Businesses were flourishing, economy was going great. We
only used half the credits.

JOHN HLADIK: Yeah. Well, you'll hear from-- from-- from another Center
for Rural Affairs representative on LB74 today, and we're going to
address that because we've worked this year to get down to the bottom
of it. Frankly, what we found most often is that people just don't
know about it. We've done surveys. We've worked with some of the
economic developers that you're going to hear from today on this bill
and on LB74. And they're saying, wow, I didn't know about this and I'm
an economic development professional. I would love to share this with
my businesses. You're going to hear some of that today. And so I
think, hasn't been a lot of promotion of the program, not a lot of
awareness. It's an application that you need to, you know, almost like
a loan. You have to sit down and you have to show where you think your
revenue's going to come. You have to go ahead and file the receipts to
show that you're making that investment. And that can be kind of tough
if you're a sole proprietor in some cases. And-- and finally, I think
the ten to twenty, if you're taking that time and you think, boy,
$10,000, I'm not sure; $20,000 we think might change some minds. But
something I think is really underrated and it's just anecdotal is I
feel like this real limit on families using it is-- is much broader
than it needs to be. Some-- Friesens, it's an entrepreneurial family,
lots of different businesses, totally unrelated, families are like
that. But if your grandpa has a hardware store in Chadron, but you
want to open a brewery in Crete and you're his grandson, I don't think
the credit right now allows you to use that. And that's tough. That
excludes a lot of people. So you can hit that $10,000 lifetime cap
fast. It's a lifetime cap, for all intents and purposes, for your
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entire family. And then you've used that. What else is out there now?

I guess you work for the Legislature to put something else in place to
help you out. But I think there are some real practical challenges
here.

FRIESEN: OK, thank you.

LINEHAN: Thank you, Senator. Friesen. Are there other-- Senator Flood
and then Senator Albrecht.

FLOOD: What if we-- what if we change this to be $50,000 or $100,000
and we said this is for startups that are tech based? You know, I
think of Striv in Senator Friesen's district, probably didn't start
with a lot of money. But instead of doing the $10,000, what if we went
to like $50,000 or $100,000 and said, hey, this is your second year
funding. You get things going. You make the investment. We're here in
the second year because that's when the tax credit is going to show
up. And we instead of doing, I don't know, a dog grooming business or
a bakery, which are good things, but if the market is going to support
it, it's going to support it. But what if we geared it more towards
tech startups and-- and microenterprise tech startups instead of what
we're doing now? Would that be-- and upped it so you actually could do
something, you know?

JOHN HLADIK: Something big.
FLOOD: Yeah, something bigger.

JOHN HLADIK: [INAUDIBLE] mean by that? I think if there were tiers in
here, that could be a very smart idea. I think I'd be reluctant to
shut out some of those that you mentioned, you know, the bakery. I
would be reluctant to say you can't have it. But i1if there was another
tier and if you were the types of jobs that Nebraska is on record of
working very hard right now to attract and has-- has kind of decided
this is where we want to go, if you fall in that classification or
that category, here's another tier where we can hike that up a little
bit. I think that would be great and it would allow us to do both.

FLOOD: Because the first important thing on this new economy that

we're building, the information age, is friends and family funding. So
if your friends and family knew that they can give you $50,000 and get
some kind of a tax credit and then you matched it with another $50,000
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from Invest Nebraska or whatever else, I think you might have
something. I just don't know what a $10,000 credit does in the second
year. I worry that it's not doing, it's not incentive [INAUDIBLE]

JOHN HLADIK: I see that and I do take that point. And, you know,
$10,000 in 2005 sounded a bit more impressive than it does today. But,
you know, a lot of small businesses, you know, a lot of the places in
Norfolk, a great barbecue joint I love to frequent. I know that they
can make some improvements with that. It's a-- it's a discussion they
need to have, whether it's the smart improvement and the direction
they want to go in; but it could be a big, big deal to them.

LINEHAN: Thank you, Senator Flood. Senator Albrecht.

ALBRECHT: Thank you, Chairman Linehan, and thank you for this
information you're sharing with us. The history is always good,
especially if I haven't heard about it before. But, you know, when I
think about being able to promote this, I'm not gquite certain why it's
just in the Revenue Department and it isn't in the economic
development area because we wanted to see them improve their business,
grow their business. But tying this to the pandemic and knowing that
the people have suffered, you know, I think of right away in my
district a venue that supported weddings and, you know, family events
and things like that. Now, I mean, they invested a lot of money in
their company, but they-- I'm sure they don't have many more than five
people. If anything, they have maybe more if they have an event that
they had to serve the people. But, you know, I-- I just feel like, you
know, this is something that is needed by a lot of the businesses just
to keep their doors open. But to promote it through the Revenue
Department, I don't see that happening. I would see it happening in
the economic development because I've had other companies in my
district come to me and say, hey, how can I get a grant? How can I
find some money somewhere to help me get through this? So this would
be an avenue to do this. So maybe redirecting where it comes from, you
know, so that they're going through the application process in the
economic development area rather than the revenue. I'm not quite
certain how it would be in there. And why would some of the people be
denied? It would-- does it tie into, you know, like the financials of
the company? Not only that, but, you know, again, how many people
they're going to hire or how many, you know, what they're going to do
with the money? I mean, what were you hearing when you were out there
talking to some of these businesses?

17 of 148



Transcript Prepared by Clerk of the Legislature Transcribers Office
Revenue Committee February 04, 2021
Rough Draft

Does not include written testimony submitted prior to the public hearing per our COVID-19

response protocol
JOHN HLADIK: I do want to say I think I know the venue that you're

mentioning and there was a lot of investment. And when they first
started off, they were doing so well. And I've thought of places like
that. I have. I still see them advertised in the-- the West Point
News, etcetera. And I do know what you mean by that. And I do hope
that they-- that they make it through. I think that if you were going
to be denied, chances are it's because they're able to trace it back
to a family member who's had it or maybe you don't have an eligible
expense. The expense eligibility list is pretty long. I think it
could, frankly, use some stronger definitions. But right now it is
what it is. It allows you to even invest if you want to just get your
name out or maybe invest in e-commerce for advertising. Some of those
investments are going to qualify here too. So that would be my guess.
It would be an eligibility issue. And what you said about the
departments is absolutely correct. You know, the Department of Revenue
has to administer it just like this has to be in front of Revenue, it
being a tax issue. But the Department of Economic Development do--
does have a role to promote. We have gone on the record in support of
it before. And I think many of you know that we also have a small
business lending arm here at the Center for Rural Affairs. And so
economic developers will reach out to us for information. And we've
learned that even a group like us can do a better job of just helping
them. We just want to help. We don't have a horse in this race. We
don't get money from this program. Our clients don't get a special
advantage. But we're getting asked by a lot of people, especially
right now with the pandemic, what's out there for rural small
businesses? What can we do to help them out? And that's, you know, if
it-- if it takes us doing better promotion, if it takes some of our--
our friends in the room from economic development agencies doing that
promotion, maybe that's just what's good for Nebraska [INAUDIBLE]

ALBRECHT: Thank you.

LINEHAN: Thank you, Senator Albrecht. Are there other questions from
the committee? Seeing none, thank you very much for being here.

JOHN HLADIK: Thank you for your time.
LINEHAN: Next proponent. Good morning.

JIM REIFF: Good morning.
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LINEHAN: You can go ahead.

JIM REIFF: OK, Jim Reiff with Nebraska Enterprise Fund, Reiff is
R-e-i-f-f as in Frank, and I'm a proponent or we are a proponent of
LB366 as well. So thank you, Honorable Chairwoman and the Revenue
Committee. We're glad to be here. Thank you for this opportunity.
Nebraska Enterprise Fund, as many of you know, we're a CDFI, community
development finance institution, support small businesses and
technical training, one-to-one support and loan funding across the
state. Our clients are located across the state, both in urban and
rural communities. We serve the whole state. Although they vary in
size, most are small businesses with only a handful of employees. Many
of those are startups and growing businesses and enterprises. We are
acutely aware of the challenges that small businesses and
entrepreneurs face. Whether just starting or planning to grow,
accessing capital is always a consistent barrier we're seeing. Besides
private lenders, we and other nonprofit institutions, including Center
for Rural Affairs, are able to provide loan funding. Nonetheless, the
state's funding programs are generally not available to our clients,
who not-- who do not meet the high investment and employment
thresholds of other programs like Nebraska Advantage. And that's why
we're so much in favor of the microenterprise tax credit. It is an
opportunity for all our businesses. Still, the credit has current
limitations which make it less than ideal. Jonathan talked a lot about
those. You know, the size limit is one of those. The other thing we're
concerned about is the-- the related parties. If-- if-- I don't have a
big family in Nebraska, but if I took this, my-- my daughters couldn't
take this, even though they might, when they finish school at UNL,
they might be fully entrepreneurial and set something up, they
couldn't. They'd be precluded because of that. So that's one of the
issues. And then there are recordkeeping issues that I think have been
talked about and are looking-- we're looking to streamline.
Additionally, the pandemic has made the situation much more
troublesome for our businesses. Businesses need to do investment. They
can't do those investments because they're dealing with pandemic
relief and just staying afloat because of the pandemic. So this would
give them some resources that they could use to put towards investment
and know that they could make those investments wisely. Furthermore,
the $10,000 limit, as we said, was-- I think we've talked enough about
that 16 years old. It sounded great a few years ago. Ten thousand is
not quite the same as it was. The great thing, too, and small
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businesses are known for generating significant revenue for their
local communities. They provide income, both for the owner and the
employees. Much of this income stays local and it generates additional
revenue. The tax credit recognizes this and puts Nebraska dollars to
work growing our state economy. The thing-- one thing I like about
that, too, is it puts our local dollars to work growing our local
economies. So whether you're urban, rural or in between, that money
moves local economy and grows our local economies. It has been
utilized by-- throughout most of the counties, maybe not all, but most
of them. And it's significantly accessible to businesses when they
know of them. So we encourage the committee to support the simple
changes to LB366. This is an important program for the smallest
businesses in Nebraska, which has not been updated in some time. And
our state programs are actually benefit to businesses. We need to
monitor and update them and the changing needs of those enterprises.
We believe this legislation does exactly that so thank you.

LINEHAN: Thank you, Mr. Reiff. Are there questions from the committee?
Seeing none, thank you very much.

JIM REIFF: All right. Thank you very much.
LINEHAN: Thank you. Next proponent. Good morning.

REGINA KREBS: Good morning. Thank you, members of the Revenue
Committee. My name is Regina Krebs, R-e-g-i-n-a K-r-e-b-s. I'm a
lifelong resident of Antelope County and currently have a CPA practice
in Neligh. I also serve-- I have also served for 17 years on the
Clearwater School Board, which was part of Nebraska's first unified
district. And we'll be bringing our new consolidated facility online
this year, expanding educational opportunities and providing long-term
property tax relief. After the consolidation, I was appointed to and
currently serve on the Antelope County Board of Commissioners. I have
been a CPA for nearly 20 years and also assist several small
communities and political subdivisions in preparing their tax request
budget and audit waivers and have been-- become intimately involved
with a lot of their LB840 programs and other economic incentives
within the rural communities. In addition to that, I have helped my
clients apply for several million in microenterprise tax credits and
Advantage tax credits. As such, I've had significant input into LB366.
The rural economic development is hard, but it is my passion and it
takes a lot of persistence and dedication to climb that uphill battle

20 of 148



Transcript Prepared by Clerk of the Legislature Transcribers Office
Revenue Committee February 04, 2021
Rough Draft

Does not include written testimony submitted prior to the public hearing per our COVID-19
response protocol

towards success. In Senator Kolterman's promotion of the ImagiNE Act,
he stated that 63 of 93 counties in Nebraska had lost population from
2010 to '"1l6. He stated, We must not cut back on our work to grow our
economy, to grow jobs, or to grow our population. However, after the
passage of the ImagiNE Act failed to address the real world economic
conditions in rural Nebraska, I knew the microenterprise tax credit
would be one of the very few viable options for rural Nebraska
communities in this new generation of ED programs. After an
unsuccessful attempt last year to kill this program, I also knew that
there would have to be significant changes to this program in order
for it to become more effective, and these are addressed in LB366. The
restrictions on related party, we've discussed that significantly
here, but I've also seen it in my practice many ti